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Suitability of Procuring Large Public Works by PPP in Hong Kong 
 
Abstract 
 
Purpose  
The Hong Kong Special Administrative Region (referred to as Hong Kong from here 
onwards) is an international leading commercial hub particularly in Asia.  In order to 
keep up its reputation a number of large public works projects have been considered.  
Public Private Partnership (PPP) has increasingly been suggested for these projects, 
but the suitability of using this procurement method in Hong Kong is yet to be studied 
empirically.  The findings presented in this paper will specifically consider whether 
PPPs should be used to procure public works projects in Hong Kong by studying the 
attractive and negative factors for adopting PPP.   
Design/methodology/approach  
As part of this study a questionnaire survey was conducted with industrial 
practitioners.  The respondents were requested to rank the importance of fifteen 
attractive factors and thirteen negative factors for adopting PPP.   
Findings  
The results found that in general the top attractive factors ranked by respondents from 
Hong Kong were efficiency related, these included (1) ‘Provide an integrated solution 
(for public infrastructure / services)’; (2) ‘Facilitate creative and innovative 
approaches’; and (3) ‘Solve the problem of public sector budget restraint’.  It was 
found that Australian respondents also shared similar findings to those in Hong Kong, 
but the United Kingdom respondents showed a higher priority to those economic 
driven attractive factors.  Also, the ranking of the attractive and negative factors for 
adopting PPP showed that on average the attractive factors were scored higher than 
the negative factors.   
Originality/value  
The results of this research have enabled a comparison of the attractive and negative 
factors for adopting PPP between three administrative systems.  These findings have 
confirmed that PPP is a suitable means to procure large public projects which are 
believed to be useful and interesting to PPP researchers and practitioners. 
 
Keywords:  Partnerships, Procurement. 
 
1. Introduction 
 
Public Private Partnership (PPP) has become a popular choice for procuring public 
works projects.  The success from countries such as Australia and the United 
Kingdom has been witnessed by the world.  Australia has less experience in PPP 
projects compared to the United Kingdom, but the revolutionary PPP procedures and 
processes adopted in particularly the Victoria State (Partnerships Victoria, 2008) have 
become world renowned.  Although the arrangement of PPP has been used by many, 
it was the United Kingdom that first introduced its success in the form of Private 
Finance Initiative (PFI) (Partnerships UK, 2008).  It was found that not only could 
public services and facilities be delivered differently, there were also certain benefits 
for all parties involved, as well as the general public.  From these success stories 
many countries have been keen to adopt the practice. 
 
Hong Kong has secured a long history of launching PPP projects.  The first and most 
famous PPP project in Hong Kong is the Cross Harbour Tunnel which was delivered 
by Build-Operate-Transfer model in the late sixties (Chan et al., 2007a).  Although 
this project experienced immediate success, a few other less successful attempts 
suggested that this model was not easy to follow.  Hence the government slowed 
down as there was not too much financial urge to adopt PPP in Hong Kong.  In recent 
years, PPP has been popularly used worldwide.  Apart from the obvious financial 
advantages of adopting PPP, other attractive factors of this relatively new approach 
were also observed.  As such, the Hong Kong government has been increasingly more 
interested in pursuing public projects via PPP scheme. Recently, a number of massive 
public sector projects have already been confirmed that the PPP model would be used 
for their procurement.  These projects include the Cross-delta bridge linking Hong 
Kong, Zhuhai and Macau (Lam, 2008).  The idea for this bridge was first proposed 25 
years ago.  It will span 29.6 km and shorten the normally one hour journey to 
approximately 15 minutes.  Another recent project is the Shatin to Central rail link 
and the Kwun Tong rail extension.  The new metro line will consist of nine stations.  
Construction will start in 2010 and the two phases of the line will be completed by 
2015 and 2019 (Information Services Department, 2008).   
 
Hong Kong has many unique features, although it is part of China, under the “one 
country, two systems” policy, the practice and experience of conducting PPP projects 
in these places are quite different.  Hong Kong has been governed by the British for a 
long duration.  And during this time the western practices of running projects 
proactively have been assimilated by the local government.  Hong Kong is indeed a 
metropolitan where the East meets the West. 
 
2. Literature Review 
 
2.1 Attractive factors of adopting PPP 
 
The attractive factors of PPP have been discussed by many previous researchers.  This 
section looks briefly at some of these.  Risk transfer is one of the main reasons for 
adopting the PPP approach.  The private sector is in general more efficient in asset 
procurement and service delivery and as a result it is to the government’s advantage to 
share the associated risks with the private sector.  In line with widely accepted 
principles, Hong Kong government’s Efficiency Unit (2003) advocated that the most 
ideal situation is to allocate the risk to the party most able to manage/control that risk.  
For example, the contractor would take up the construction risk, the designer would 
take up the design risk, the government would take up environmental approval risks, 
land acquisition risks etc. (Corbett and Smith, 2006; Chan et al., 2006; Grimsey and 
Lewis, 2004; Boussabaine, 2007; Akintoye et al., 2003; Li et al., 2005a; So et al., 
2007; Li, 2003; Efficiency Unit, 2003; Ingall, 1997; New South Wales Government, 
2006; European Commission Directorate, 2003; Efficiency Unit, 2002; United 
Nations Economic Commission for Europe, 2004; British Columbia, 1999). 
 
Cost savings refer to the reduction in price as a result of delivering a project by PPP 
instead of traditional methods.  The saving could be a result of the private sector’s 
innovation and efficiency which the public sector may not achieve (Corbett and Smith, 
2006; Environment, Transport and Works Bureau, 2004; Grimsey and Lewis, 2004; 
Akintoye et al., 2003; Li et al., 2005b; So et al., 2007, Li, 2003; Efficiency Unit, 2003; 
European Commission Directorate, 2003; United Nations Economic Commission for 
Europe, 2004; British Columbia, 1999).  Private sector generally achieves higher 
operational efficiency in asset procurement and service delivery by applying their 
expertise, experience, innovative ideas/technology (e.g. using durable materials to 
reduce future maintenance cost) and continuous improvements.  Overall cost savings 
to the project can be achieved by striving for the lowest possible total life cycle costs 
while maximizing profits. 
 
Value for money, defined by Grimsey and Lewis (2004) as the optimum combination 
of whole life cycle costs, risks, completion time and quality in order to meet public 
requirements, is another important consideration especially for the public sector 
(Chan et al., 2006; Grimsey and Lewis, 2004; Boussabaine, 2007; Li et al., 2005b; Li, 
2003; Efficiency Unit, 2003; Ingall, 1997; New South Wales Government, 2006; 
European Commission Directorate, 2003; Efficiency Unit, 2002).  "Public Sector 
Comparator" is the most common tool used by the public sector to show how much it 
would cost the Government to build the asset through public funding, which is then 
used to compare with how much it would cost to build it as a PPP (Farrah, 2007).   
 
Cost certainty is more easily achieved in PPP projects as financial terms are identified 
and included within the contract.  Since the private consortia will normally be 
responsible for financing, designing, constructing and operating the facility over an 
extended period, any cost saving can naturally result in a better chance of securing 
profit.   Hence they are keen to control their spending tightly (Corbett and Smith, 
2006; Chan et al., 2006; Environment, Transport and Works Bureau, 2004; 
Boussabaine, 2007). 
 
Innovation is another important advantage that the private sector can bring to public 
services.   Generally speaking, the public sector may not be as innovative as in the 
private sector.  The private sector on the other hand is continuously searching for new 
products and services to increase their competitive edge and to save costs (Chan et al., 
2006; Environment, Transport and Works Bureau, 2004; Akintoye et al., 2003; Li et 
al., 2005b; Li, 2003; Efficiency Unit, 2003; New South Wales Government, 2006; 
Efficiency Unit, 2002; British Columbia, 1999). 
 
Private sector is made responsible for ensuring that the asset and service delivered 
meet pre-agreed quality benchmarks/standards throughout the life of the contract.  
Sometimes, private consortium would only receive payment upon meeting certain 
requirements of the project; or it is motivated by the incentive payments to reward the 
high quality of service to be provided. 
 
In a PPP project the consortium is also responsible for the long-term maintenance of 
the facility / service.  The concession period may range from a few years to decades.   
Therefore the consortium is keen to design and construct the service/facility to ensure 
better maintainability (Chan et al., 2006; Environment, Transport and Works Bureau, 
2004; Grimsey and Lewis, 2004; Boussabaine, 2007; So et al., 2007; Li, 2003; 
Efficiency Unit, 2003), at least within the concession period if not beyond. 
 
Public sector projects delivered by PPP model can often be completed on time and 
even with time savings because the consortium would start receiving revenue once the 
facilities / services are up and running.  Therefore, the project team is keen to 
complete design and construction as quickly as possible.  Once it starts to accrue 
revenue it can begin to pay off the initial costs and build up profits, whereas in a 
traditionally procured project there are no extra financial incentives for public 
servants to deliver projects faster. As a result, projects can best be proceeded along as 
scheduled (Environment, Transport and Works Bureau, 2004; Grimsey and Lewis, 
2004; Akintoye et al., 2003; Li, 2003; Efficiency Unit, 2003). 
 
Time certainty is found to be more easily achieved in PPP projects.  The consortium is 
often paid according to milestones of the project schedule and any delay might be 
subject to liquidated damages.  Therefore the consortium is often motivated to reach 
these milestones on time, if not earlier.  This is a common behavior observed in the 
private sector but it may not be the case in the public sector (Chan et al., 2006). 
 
To the government, PPP frees up fiscal funds for other areas of public service, and 
improves cash flow management as high upfront capital expenditure is replaced by 
periodic service payments and provides cost certainty in place of uncertain calls for 
asset maintenance and replacement.  Public sector projects delivered via the private 
sector normally involve private sector funding.  Consequently, the public funding 
required for public services can be reduced and redirected to support sectors of higher 
priority, e.g. education, healthcare, community services, etc. (Li et al., 2005; 
Efficiency Unit, 2002). 
 
To the private sector participants, PPP provides access to public sector markets.  If 
priced accurately and costs managed effectively, the projects can provide reasonable 
profits and investment returns on a long-term basis.  Also, these projects tend to be 
large and therefore expertise from many areas is required.  Hence co-operation among 
different collaborating parties is encouraged (Environment, Transport and Works 
Bureau, 2004; Grimsey and Lewis, 2004; Boussabaine, 2007; European Commission 
Directorate, 2003; United Nations Economic Commission for Europe, 2004). 
 
Business opportunities are also created, due to the large scope of works that can 
benefit different sectors (So et al., 2007; Li, 2003; Efficiency Unit, 2003; United 
Nations Economic Commission for Europe, 2004; British Columbia, 1999). 
 
2.2 Negative factors of adopting PPP 
 
Similarly the negative factors for PPP were also reviewed and a summary has been 
given in this section.  The impact of risks to project objectives in completing a PPP 
project is usually significant, and these risks arise from multiple sources including the 
political, social, technical, economic and environmental factors, due mainly to the 
complexity and nature of the disciplines, public agencies and stakeholders involved.  
Both the private and public sectors need to have a better understanding of these risks 
in order to achieve an equitable risk allocation and enable the project to generate 
better outcomes (Chan et al., 2006; Environment Transport and Works Bureau, 2004; 
Gunnigan and Eaton, 2006; Koppenjan, 2005; Li, 2003; Merna and Owen, 1998; 
Mustafa, 1999; Ng and Wong, 2006; Satpathy and Das, 2007; Xenidis and Angelides, 
2005; Zhang, 2001; Zhang and AbouRisk, 2006).  In fact, a fair and reasonable 
allocation of various risks is vital to PPP success.  If risks are inequitably or wrongly 
allocated beyond the capacity of the parties concerned, PPP projects would fail (e.g. 
demand risk resulting from town planning falling on private consortia). 
 
PPP projects may fall apart due to failure on the part of the private sector participants.  
In contracting out the PPP projects, the government should ensure that the parties in 
the private sector consortium are sufficiently competent and financially capable of 
taking up the projects.  Due to a lack of relevant skills and experience of project 
partners, PPP projects are more complex to procure and implement (e.g. London 
Underground).   
 
PPP project arrangements are complex and involve many parties with conflicting 
objectives and interests.  Hence, PPP projects often require extensive expertise input 
and high costs and take lengthy time in deal negotiation.  The high transaction costs 
and lengthy time may not represent good value to all parties and as a result the deal 
may not materialize in the beginning or may falter in the end.  PPP projects may incur 
higher transaction costs than those under the conventional public sector procurement.  
The legal and other advisory fees would be included as lawyers are involved at all 
stages of a PPP project, as well as the cost of private sector finance, and the price 
premium for single point responsibility arrangement.  The potential high transaction 
costs may have a negative impact on the objective of securing the best value (Corbett 
and Smith, 2006; Environment Transport and Works Bureau, 2004; Grimsey and 
Lewis, 2004; Li, 2003; Li et al., 2005b; Merna and Owen, 1998; Zhang, 2001; Zhang 
and AbouRisk, 2006).  Complex PPP projects require inputs from many parties of 
different expertise.  Therefore, the projects should be economically viable to cover 
such costs. 
 
One common problem encountered in PPP projects is the high bidding costs, which is 
owing to increasing project complexity and protracted procurement process.  The 
private sector incurs high bidding costs partly due to the consideration of the client’s 
and their financiers’ objectives.  Lengthy negotiations and especially the cost of 
professional services may increase the bidding costs further (Chan et al., 2006; 
Corbett and Smith, 2006; Environment Transport and Works Bureau, 2004; Li, 2003; 
Li et al., 2005b; Mustafa, 1999; Xenidis and Angelides, 2005; Zhang, 2001). 
 
The PPP bidding process is also regarded as lengthy and complicated.  For example, 
bidders are required to prepare tender proposals attached with a bundle of additional 
materials.  Such a process may take three to four months.  Besides, another several 
lengthy negotiations will be required for the formation of the contract.  Clearly, 
setting up a complicated agreement framework for successful PPP implementation 
can slow down the bidding process (Chan et al., 2006; Environment Transport and 
Works Bureau, 2004; Grimsey and Lewis, 2004; Li, 2003; Li et al., 2005b; Merna and 
Owen, 1998; Mustafa, 1999; Zhang, 2001). 
 
One other reason for failure is the stakeholders’ opposition and public opposition.  
Whether the proposed project is consonant with the interest of the public is important 
as public opposition can adversely affect the funding for the project from the public 
sector (El-Gohary et al., 2006; Grimsey and Lewis, 2004; Zhang and AbouRisk, 
2006).  PPP in public projects typically incur political and social issues like land 
resumption, town planning, employment, heritage and environmental protection.  
These could result in public opposition, over-blown costs and delays to the projects. 
 
Another common complaint by the public is the high tariff charged for the services 
provided.  More often, the private sector would face political uphill in raising tariff to 
a level sufficient to cover its costs and earn reasonable profits and returns on 
investment.  The participation of the private sector to provide public service will 
undoubtedly bring innovations and efficiencies in the operation, but may produce a 
fear of downsizing in the public sector.  To a certain extent, there would be fewer 
employment opportunities if no regulatory measures were implemented (Li, 2003; Li 
et al., 2005b; Zhang and AbouRisk, 2006). 
 
The introduction of PPP exerts unprecedented pressure on the legal framework as it 
plays an important role in economic development, regeneration and mechanism for 
developing infrastructure.  Still, some countries do not have a well established legal 
framework for PPP projects and the current legal framework is only supposed to deal 
with the traditional command and control model.  Although PPP involves a great deal 
of legal structuring and documentation to deal with potential disputes amongst PPP 
parties, a “water-tight” legal framework is still lacking (e.g. protection of public 
interests vs legitimate rights of private sector).  Without a well-established legal 
framework, disputes are inevitable (Grimsey and Lewis, 2004; Li et al., 2005b; 
Satpathy and Das, 2007). 
 
Private sector investors bear financial risks in funding of the investment.  Seeking 
financially strong partners in a PPP project is regarded as difficult.  In most PPP 
arrangements, the debt is limited-recourse or non-recourse, where financiers need to 
bear risks.  In fact, most stakeholders are not willing to accept excessive risks.  The 
lack of mature financial engineering techniques on the part of the host countries can 
also be another problem (Grimsey and Lewis, 2004; Zhang, 2001).  Unattractive 
financial market (e.g. politically unstable or high interest rate) is often a negative 
factor to PPP success.  Therefore, a conducive financial market is important for the 
private parties to drive PPP projects. 
 
3. Research methodology 
 
3.1 Questionnaire Template 
 
The practitioners’ views on the attractive and negative factors of PPP were solicited 
by way of a questionnaire survey.  The questionnaire template designed by Li (2003) 
was adopted for this study.  Although the authors could have developed their own 
research questionnaire, there were several advantages foreseeable to adopt Li’s (2003) 
survey questionnaire rather than designing a new template.  Firstly, the value of Li’s 
(2003) questionnaire has already been recognized by the industry at large.  His 
publications as a result of the research findings derived from the questionnaire are 
evidence of its worthiness.  Secondly, there would be no added advantage to reinvent 
the work that has previously been done by other researchers.  And thirdly by 
administering Li’s (2003) questionnaire in different administrative systems, it would 
be of interest for comparison purposes in the future.  Therefore Li’s (2003) 
questionnaire was adopted for the survey as presented in this paper with prior 
permission obtained from the author Dr. Bing Li and his doctoral research supervisor, 
Prof. Akintola Akintoye who is currently the Head of the School of Built and Natural 
Environment, University of Central Lancashire, United Kingdom. 
 
3.2 Collection of research data 
 
An empirical questionnaire survey was undertaken in Hong Kong and Australia from 
October 2007 to December 2007 to analyze the attractive and negative factors of 
adopting PPP.  In this study, the target survey respondents of the questionnaire 
included all industrial practitioners from the public, private and other sectors.   These 
respondents were selected based on two criteria: 1) They must possess adequate 
knowledge in the area of PPP; and 2) They must have hands-on experience with PPP 
projects, experience in conducting PPP research or have followed very closely with 
the development of PPP.  The selected respondents were requested to rate their degree 
of agreement against each of the identified attractive and negative factors according to 
a five-point Likert scale (1 = Least Important and 5 = Most Important). 
 
Survey questionnaires were sent to 95 target respondents in Hong Kong and 80 target 
respondents in Australia.  It was anticipated that some of these target respondents 
would have colleagues and personal connections knowledgeable in the area of PPP to 
participate in this research study as well; hence some of the respondents were 
dispatched five blank copies of the survey form.  A total of 34 completed 
questionnaires from Hong Kong and 11 from Australia were returned representing 
response rates of 36% and 9%, respectively.  The lower response rate in Australia was 
expected as the questionnaire was administered from Hong Kong, hence geographical 
complications were perceived.  But as this study mainly focuses on Hong Kong, the 
responses received from Australia were used for reference only, similarly so were the 
results from Li’s survey (2003).  It must be noted that the number of responses in 
Tables 1 and 2 may not always be 34 for Hong Kong, as these respondents may not 
have ranked all the factors.  Also, Tables 3 and 4 shows that only 30 and 32 responses 
in Hong Kong respectively were suitable for subsequent statistical analyses.  On the 
other hand all 11 responses from Australia were suitable for analysis. 
   
3.3 Tools for data analysis 
 
3.3.1 Mean score ranking technique 
 
Chan and Kumaraswamy (1996) adopted the ‘mean score’ method to establish the 
relative importance of causes of delay in building construction projects in Hong Kong 
as suggested by the clients, consultants and contractors.  The data collected from the 
current questionnaire survey was also analyzed using the same technique, within 
various groups being categorized according to the origins of the respondents (i.e. 
Hong Kong and Australia).  The five-point Likert scale (1 = Least Important and 5 = 
Most Important) as described previously was used to calculate the mean score for 
each attractive and negative factor, which was then used to determine its relative 
ranking in descending order of importance.  These rankings made it possible to 
triangulate the relative importance of the factors to the respondents from Hong Kong, 
Australia and the United Kingdom as presented in Li’s (2003) survey 2003. The mean 
score (MS) for each factor was computed by the following formula: 
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Where s = Score given to each factor by the respondents, ranging from 1 to 5 (1 = 
Least Important and 5 = Most Important); 
 f = Frequency of each rating (1-5) for each factor; and 
N = Total number of responses concerning that factor.  
 
3.3.2 Kendall’s concordance analysis 
 
The survey respondents in this study were based on two groups: Hong Kong and 
Australia.  Kendall’s concordance analysis was conducted to measure the agreement 
of different respondents on their rankings of attractive and negative factors based on 
mean values within a particular group.  If the Kendall’s coefficient of concordance (W) 
is significant at a pre-defined allowable significance level of, say 0.05, a reasonable 
degree of consensus amongst the respondents within the group on the rankings of 
factors was indicated.  The W for the factors was calculated by the following formula 
(Siegel and Castellan, 1988): 
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Where n = Number of factors being ranked;  
 iR = Average of the ranks assigned to the ith factor; and 
 R = The average of the ranks assigned across all factors. 
 
According to Siegel and Castellan (1988), W is only suitable when the number of 
attributes is less than or equal to 7.  If the number of attributes is greater than 7, chi-
square is used as a near approximation instead.  The critical value of chi-square is 
obtained by referring to the table of critical values of chi-square distribution, which 
can be found in Siegel and Castellan (1988).   
 
4. Discussion of survey results 
 
The attractive and negative factors for adopting PPP were assessed from different 
perspectives of the Hong Kong, Australia and the United Kingdom (results obtained 
by Li (2003) from his survey) respondent groups.  The means for each administrative 
system were calculated and ranked in descending order of importance as shown in 
Tables 1 and 2.   
 
4.1 Ranking of attractive factors for adopting PPP 
 
Fifteen attractive factors for adopting PPP were rated by the respondents (Table 1).  
The findings showed that the top three attractive factors ranked in Hong Kong were: 
(1) ‘Provide an integrated solution (for public infrastructure / services)’; 
(2) ‘Facilitate creative and innovative approaches’; and 
(3) ‘Solve the problem of public sector budget restraint’. 
 
The first and second attractive factors ranked by Hong Kong respondents were also 
ranked identically by respondents in Australia.  Ranked third in Australia was ‘Save 
time in delivering the project’.  The results show that both Hong Kong and Australia 
ranked efficiency-related attractive factors more importantly.  Although financial 
drive in general is a major reason for adopting PPP, these respondents did not rank it 
as the top attractive factor.  Since Hong Kong has enjoyed abundant financial reserve 
in hand and budget surplus over the past few years, these have allowed Hong Kong to 
pay for their public works projects upfront.  The government officials generally did 
not see the need to borrow money when they could provide the cash cheaper.  Hence 
efficiency was a more important attractive factor that could really induce Hong Kong 
to adopt PPP.  Similarly in Australia, although financial reasons may have previously 
been the reason for adopting PPPs this is no longer the case.  The Victoria State in 
Australia first utilized PPPs in order to deliver PPP projects using the private sectors’ 
money, but as the financial situation has improved and more experience has been 
gained, the Australians have realized other benefits of adopting PPP rather than for 
financial reasons alone.  On the contrary, in the United Kingdom economic related 
factors were ranked much higher in 2003.  The top attractive factor ranked in the 
United Kingdom was ‘Transfer risk to the private partner’.  Ranked second was the 
same attractive factor that came third in Hong Kong.  And ranked third was ‘Non 
recourse or limited recourse to public funding’.  Similar to Australia’s Victoria State 
the United Kingdom also introduced PPPs initially due to financial reasons.  But the 
situation today may also no longer be the same.  The results from Li’s (2003) study 
were obtained six years before those presented in this study, hence certain changes in 
the adoption of PPPs and the attitude of practitioners are anticipated.  Therefore as 
mentioned before the results in Li’s (2003) study can only be used as a reference. 
   
The first attractive factor ranked in Hong Kong ‘Provide an integrated solution (for 
public infrastructure/services) was also positioned first in the ranking for Australia.  
The rankings have demonstrated that this attractive factor was regarded as equally 
important to them irrespective of location.  PPP is an integrated solution in that a 
private consortium is responsible for all the functions of design, building, financing, 
operation and maintenance.  This bundling can allow the partners to take advantage of 
a number of efficiencies and increase economies of scale and scope (European 
Commission Directorate, 2003).  For instance, the contractor’s detailed knowledge of 
the project design and the materials utilized allows it to develop a tailored 
maintenance plan over the project life that anticipates and addresses needs as they 
occur, thereby reducing the risk that issues will go unnoticed or unattended and then 
deteriorate into much more costly problems.  In the United Kingdom, this factor was 
ranked eighth showing a medium level of importance only. 
 
The second attractive factor ranked by respondents from Hong Kong and Australia 
was ‘Facilitate creative and innovative approaches’.  In the United Kingdom, Li (2003) 
found that this attractive factor was rated seventh place amongst fifteen attractive 
factors for PPP.  This observation manifests that Hong Kong and Australia has a 
much larger urge for having creativity and innovation in PPP projects compared to the 
United Kingdom.  In the United Kingdom there has been a tendency for the local 
government to deliver packages of projects which are very similar, such as for schools.  
The creativity difference between these projects is often minimal.  Nevertheless, 
practitioners in Hong Kong have expressed in public the need and importance for 
creativity and innovation in PPP projects (Kwan, 2005; Ho, 2005).  
 
The third attractive factor rated by respondents from Hong Kong ‘Solve the problem 
of public sector budget restraint’, was also positioned highly at second place in the 
ranking of respondents from the United Kingdom.  Therefore, both administrative 
systems perceived this attractive factor as highly important for launching PPP projects.  
The financing of public sector projects has been recognized as one of the key initial 
driving forces for implementing PPP schemes internationally.  Many experienced 
practitioners in PPP believe that PPP brings about many other attractions besides 
financing, and that financial motivations should not be taken as the sole reason for 
adopting PPP.  However, financial reasons are frequently the initial attractive factors 
for administrative systems adopting PPP.  This financial attractive factor is 
undoubtedly very attractive for governments across the world especially when public 
money is to be spent amongst competing needs.  Therefore, it is not surprising that 
both groups of respondents have rated this attractive factor highly, but with a subtle 
difference in emphasis.  Contrastingly, the Australian respondents ranked this factor 
thirteenth amongst the fifteen attractive factors.  This factor could imply that Australia 
did not face any major restraints in public sector budget.  But the views of more 
respondents from Australia should be sought before confirming this conclusion as 
there were only eleven respondents from the survey conducted in Australia.   
 
The mean values for the attractive factors as rated by Hong Kong respondents ranged 
from 2.94 to 3.79.  This observation has reflected that the variation in their responses 
are relatively small, only 0.85 for Hong Kong.  In Australia and the United Kingdom 
the means ranged from 2.36 to 4.45 and 1.82 to 3.98 respectively.  The corresponding 
differences in means were 2.09 and 2.16 respectively.  The differences in means were 
shown to be much higher for the survey conducted in Australia and the United 
Kingdom compared to Hong Kong.  This finding shows that the Hong Kong 
respondents rated the fifteen attractive factors much more consistently, whereas in 
Australia and the United Kingdom the respondents showed a much larger variation.  
 
As the respondents were asked to rate the 15 attractive factors according to a Likert 
scale from 1 to 5 (1 = Least Important and 5 = Most Important), a value above ‘3’ 
would represent that the attractive factor is of importance.  Amongst the attractive 
factors only one was ranked below ‘3’ in the Hong Kong rank.  This attractive factor 
was ‘Technology transfer to local enterprise’ which scored ‘2.94’ and was also ranked 
bottom in Hong Kong.  This is probably because the immediate results of this 
attractive factor could not be seen and therefore the other fourteen attractive factors 
were relatively more favorable.  In Australia and the United Kingdom (Li, 2003) this 
attractive factor was rated ‘3.18’ and ‘1.82’ respectively, showing that the first set of 
respondents disagreed but the latter set of respondent agreed with those respondents 
from Hong Kong.  The other fourteen attractive factors in the Hong Kong rank were 
rated a score between ‘3’ and ‘4’.        
 
In addition, on top of those attractive factors the respondents were asked to rate, they 
were also given the opportunity to add others which would be of importance, but they 
did not do so. 
 
Insert TABLE 1 here. 
 
4.2 Ranking of negative factors for adopting PPP 
 
Thirteen negative factors for adopting PPP were rated by the survey respondents 
(Table 2).  The top three negative factors ranked by Hong Kong respondents included: 
(1) ‘Lengthy delays because of political debate’; 
(2) ‘Lengthy delays in negotiation’; and 
(3) ‘Very few schemes have actually reached the contract stage (aborted before 
contract)’.  
 
In Hong Kong, public works projects are often delayed and complicated by the need 
for public consultation, hence it is not surprising that ‘Lengthy delays because of 
political debate’ was the highest negative factor ranked by the Hong Kong 
respondents.  This problem is well known for causing projects to be held back.  For 
example, the West Kowloon Cultural District project has been cited as a typical 
example in Hong Kong where political interference has caused the project to be on 
hold for many years (Chan et al., 2007b).  Initially there was much political debate 
within the Legislative Council as to whether this project should proceed as a PPP, 
especially whether the whole project with an estimated cost of US$25 billion 
(Wikipedia, 2008) should be handled by one single consortium instead of half a dozen 
number of consortia each sharing the pie.  The local government was also alleged to 
be unclear of the long-term policy and objectives for this cultural development project, 
causing much criticism from the general public.  In Australia and the United Kingdom 
(Li, 2003) this factor was ranked of medium importance only at seventh and sixth 
position respectively, showing that they do not face the similar problem that Hong 
Kong does.   
 
Ranked second by respondents in Hong Kong and the United Kingdom (Li, 2003) was 
‘Lengthy delays in negotiation’.  Australia also ranked this factor relatively high at 
fourth place.  This finding has shown that ‘lengthy delays in negotiation’ are typical 
for PPP projects irrespective of geographical locations.  Due to the size and 
complexity of PPP projects the procurement process has been know to be lengthy.  
This can be said to be a typical feature of PPP projects, therefore only projects that are 
of appropriate value and worthiness should consider PPP.  
 
The third negative factor as ranked by Hong Kong respondents was ‘Very few 
schemes have actually reached the contract stage (aborted before contract)’.  The high 
ranking of this factor coincides with the previous argument about political debate in 
Hong Kong.  As a result some projects had to be aborted due to political disagreement.  
This negative factor was ranked last in Australia and Li’s (2003) survey.  The 
experience of the Australians and the British in conducting PPP projects is much more 
plentiful, in that the respondents did not believe that few schemes would reach the 
contract stage.  Without doubt they are much more experienced and hence more 
confident in launching PPP projects.   
 
Another observation manifested that ‘Less employment positions’ and ‘Reduce the 
project accountability’ were both ranked within the bottom three of the rankings for 
all three jurisdictions.  The respondents shared the same views on the negative factors 
they believed to be of less threat.  The low ranking of ‘Less employment positions’ 
has shown that employment has not been affected irrespective of how projects are 
procured.  The main purpose of introducing PPP projects is not to ‘Reduce the project 
accountability’; hence it was logical that all respondents perceived that this negative 
factor was less significant.  Therefore these two negative factors were thus common 
for PPP projects irrespective of the geographical differences. 
 
For the negative factors rated by respondents in Hong Kong the mean values ranged 
from 2.79 to 3.82.  The variation in responses was 1.03.  On the other hand, in 
Australia and the United Kingdom it was found that the mean values obtained ranged 
from 1.36 to 3.45 and 1.71 to 3.86 respectively.  The variations in responses were 
2.09 for Australia and 2.15 for the United Kingdom.  Both variations were higher than 
that for Hong Kong.  It was also found that in general these negative factors were 
rated higher by Hong Kong respondents.  It can thus be interpreted that the Australian 
and British respondents found that these negative factors were less of a challenge.  
This finding is logical as discussed previously Australia and the United Kingdom are 
much more experienced in delivering PPP projects compared to Hong Kong.   
 
Similarly to the rating of the attractive factors, the respondents were also asked to rate 
the thirteen negative factors according to a Likert scale from 1 - 5 (1 = Least 
Important and 5 = Most Important), therefore a value above ‘3’ would represent that 
the negative factor is of importance.  The results show that in Hong Kong there were 
two negative factors below a score of ‘3’.  On the other hand in Australia and the 
United Kingdom there were ten and eleven respectively below ‘3’.  Again this 
consolidates the fact that the Australians and British are much more confident at 
conducting PPP projects, hence they are less conservative.  The two negative factors 
ranked below ‘3’ for Hong Kong were the ones discussed previously that were ranked 
low by all three sets of respondents.  These negative factors were ‘Less employment 
positions’ and ‘Reduce the project accountability’, which both scored only 2.79.    
 
In addition, on top of those negative factors the respondents were asked to rate, they 
were also given the opportunity to add others which would be of importance, but they 
did not do so. 
 
Insert TABLE 2 here. 
 
4.3 Agreement of the survey respondents  
 
As shown in Table 3, the Kendall’s coefficient of concordance (W) for the rankings of 
attractive factors was 0.071 and 0.325 for Hong Kong and Australia respectively.  The 
computed W’s were significant with p = 0.008 and 0.000 respectively.  As the number 
of attributes considered were above seven, as mentioned previously the Chi-square 
value would be referred to rather than the W value.  According to the degree of 
freedom, the critical value of Chi-square was 23.680 for both groups (Hong Kong and 
Australia) the computed Chi-square values were all above the critical value of Chi-
square (29.907 and 50.076 respectively).  Therefore the assessment by the 
respondents within each group on their rankings of attractive factors is proved to be 
consistent.  This finding ensures that the completed questionnaires were valid for 
further analysis. 
 
Insert TABLE 3 here. 
 
Table 4 shows the Kendall’s concordance analysis for the negative factors of PPP.  
The respective W for Hong Kong and Australia was 0.094 and 0.323.  The number of 
attributes were also above seven hence the Chi-square value was referred to.   The 
critical value of Chi-square was 21.030 for both groups.  The computed Chi-square 
values were both higher at 35.968 and 42.591 for Hong Kong and Australia 
respectively.  Hence the assessment by the respondents within each group on their 
rankings of negative factors is proved to be consistent.  And this finding also ensures 
that the completed questionnaires were valid for further analysis. 
 
Insert TABLE 4 here. 
 
4.4 The suitability of adopting PPP  
 
Survey respondents were asked to rate fifteen attractive factors and thirteen negative 
factors for adopting PPP.  A higher score would indicate that the factor is of more 
importance.  But unfortunately it is difficult to compare directly the attractive and 
negative factors as the meanings are not always the opposite of each other.  Also, the 
different wording of the attractive and negative factors can be misinterpreted by the 
respondents even if they were intended to mean the opposite of each other.  Hence a 
simple average of the mean scores was taken to analyze which group of factors was in 
general rated higher by the Hong Kong respondents.  The analysis showed that the 
mean scores were 3.40 and 3.25 for the attractive and negative factors respectively.  
As indicated in Table 5, although the difference in these mean scores was small (0.15), 
similar differences were found in Australia (0.98) and in the United Kingdom (0.53).  
Hence it can be concluded that the respondents felt that the attractive factors were 
more affirmative than the negative factors, therefore it could be interpreted that PPP 
was well accepted as a suitable means to procure large public projects. 
 
Insert TABLE 5 here. 
 
5. Conclusions 
 
This paper presents the findings of an empirical questionnaire survey undertaken in 
Hong Kong, Australia and the UK to study the attractive and negative factors of 
conducting PPP projects.  The survey respondents were asked to rate fifteen attractive 
factors and thirteen negative factors.  The results gained from these three 
administrative regions were analyzed and compared.  The results found that the top 
three attractive factors in Hong Kong were (1) ‘Provide an integrated solution (for 
public infrastructure / services)’; (2) ‘Facilitate creative and innovative approaches’; 
and (3) ‘Solve the problem of public sector budget restraint’.  Similar results were 
found in the survey conducted in Australia.  Efficiency related factors appeared to be 
more attractive to the respondents from Hong Kong and Australia, whereas in the 
United Kingdom economic related factors were rated higher.  The finding for Hong 
Kong coincides with the fact that the local government has been enjoying a budget 
surplus in recent years, and has therefore not been pressured for delivering public 
projects with their own financial reserves.     
 
The top three negative factors ranked by the respondents from Hong Kong were: (1) 
‘Lengthy delays because of political debate’; (2) ‘Lengthy delays in negotiation’; and 
(3) ‘Very few schemes have actually reached the contract stage (aborted before 
contract)’.  The top negative factor was ranked of medium importance by the 
Australians and British, showing that they do not face the same concerns as Hong 
Kong.  In Hong Kong this negative factor has been shown to be a problem as 
demonstrated by the West Kowloon Cultural District project which was delayed 
mainly due to political debate.  The second negative factor ranked in Hong Kong was 
also ranked high by the Australians and British.  This negative factor was therefore 
seen to be important irrespective of the geographical differences and could be 
considered a negative factor specifically for PPP projects.  The third negative factor 
was ranked bottom by the Australians and British showing a high level of controversy 
to the ranking in Hong Kong.  This factor appears to be more of a concern to the 
Hong Kong respondents.  Some delayed projects as discussed previously are causes 
towards the low confidence experienced.  Whereas in Australia and the United 
Kingdom, they are much more experienced at conducting PPP projects and hence 
more confident with this type of procurement.  
 
The results also found that in general the Hong Kong respondents ranked the 
attractive factors higher than the negative factors.  Similar results were found in 
Australia and the UK; indicating that the adoption of PPP is feasible and preferred in 
these places. Therefore the suitability of procuring large public works by PPP is 
affirmed and future research endeavours should be directed to ensure successful 
implementation of PPP initiatives. 
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Table 1. Mean scores and rankings for the attractive factors of PPP  
  
Hong Kong Australia 
 
United Kingdom  
(Li, 2003) 
  N Mean Rank N Mean Rank N Mean Rank 
a. Solve the problem of public sector budget restraint 34 3.65 3 11 2.73 13 61 3.86 2 
b. Provide an integrated solution (for public infrastructure / services) 33 3.79 1 11 4.45 1 61 3.05 8 
c. Reduce public money tied up in capital investment 33 3.48 6 11 2.36 15 61 3.58 4 
d. Cap the final service costs 34 3.26 10 11 3.55 6 61 3.56 5 
e. Facilitate creative and innovative approaches 34 3.74 2 11 4.36 2 61 3.36 7 
f. Reduce the total project cost 33 3.09 14 11 3.45 7 61 2.97 10 
g. Save time in delivering the project 34 3.21 13 11 4.18 3 61 2.75 12 
h. Transfer risk to the private partner 34 3.65 4 11 3.36 9 61 3.98 1 
i. Reduce public sector administration costs 33 3.39 8 11 2.82 12 61 2.53 14 
j. Benefit to local economic development 34 3.56 5 11 3.18 11 61 2.62 13 
k. Improve buildability 33 3.24 11 11 3.73 5 61 3.03 9 
l. Improve maintainability 34 3.32 9 11 4.18 4 61 3.36 6 
m. Technology transfer to local enterprise 34 2.94 15 11 3.18 10 61 1.82 15 
n. Non recourse or limited recourse to public funding 34 3.21 12 11 2.64 14 61 3.61 3 
o. Accelerate project development 34 3.47 7 11 3.36 8 61 2.95 11 
* N = Number of survey respondents 
 
 
 
 
 
 
 
 
 
Table 2. Mean scores and rankings for the negative factors of PPP 
  
Hong Kong Australia The United Kingdom  
(Li, 2003) 
  N Mean Rank N Mean Rank N Mean Rank 
a. Reduce the project accountability 34 2.79 12 11 2.00 11 61 1.90 11 
b. High risk relying on private sector 34 3.09 10 11 2.27 8 61 2.22 10 
c. Very few schemes have actually reached the contract stage (aborted before contract) 34 3.41 3 11 1.36 13 61 1.71 13 
d. Lengthy delays because of political debate 34 3.82 1 11 2.55 7 61 2.48 6 
e. Higher charge to the direct users 34 3.26 9 11 2.18 10 61 2.33 8 
f. Less employment positions 34 2.79 13 11 1.64 12 61 1.81 12 
g. High participation costs 34 3.35 5 11 3.27 2 61 3.53 3 
h. High project costs 34 3.03 11 11 2.18 9 61 2.43 7 
i. A great deal of management time spent in contract transaction 34 3.29 6 11 2.55 5 61 3.86 1 
j. Lack of experience and appropriate skills 33 3.27 8 11 3.45 1 61 2.78 5 
k. Confusion over government objectives and evaluation criteria 34 3.41 4 11 3.00 3 61 2.81 4 
l. Excessive restrictions on participation 34 3.29 7 11 2.55 6 61 2.32 9 
m. Lengthy delays in negotiation 33 3.45 2 11 2.91 4 61 3.68 2 
*N = Number of survey respondents
Table 3. Results of Kendall’s concordance analysis for the attractive factors of PPP 
  Hong Kong 
 
Australia 
 
Number of survey respondents 30 11 
Kendall's coefficient of concordance (W) 0.071 0.325 
Chi-square value 29.907 50.076 
Critical value of Chi-square 23.680 23.680 
Degree of freedom (df) 14 14 
Asymptotic significance 0.008 0.000 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Table 4. Results of Kendall’s concordance analysis for the negative factors of PPP 
  Hong Kong 
 
Australia 
 
Number of survey respondents 32 11 
Kendall's coefficient of concordance (W) 0.094 0.323 
Chi-square value 35.968 42.591 
Critical value of Chi-square 21.030 21.030 
Degree of freedom (df) 12 12 
Asymptotic significance 0.000 0.000 
 
Table 5. Difference in mean score between attractive and negative factors 
 
Hong Kong Australia The United Kingdom  
[14] 
  N Mean N Mean N Mean 
Attractive 15 3.4 15 3.44 15 3.14 
Negative 13 3.25 13 2.45 13 2.60 
Difference  0.15  0.98  0.53 
 
 
 
